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Introduction

We have reviewed the accompanying interim balance sheel of Ajmian Bank PISC (“the
Bank™) as of 31 March 2009 and the refated interiin statements of income, changes
equity and cash Hows for the period from 8 Tanuary 2007 to 31 March 2009, and a
sugunary of significant acconnting policies and other explanatory rotes. Munagement is
respousible for the preparation and fair presentation of this interim financial information
in accordance with International Financial Reporting Standards. Owr responsibility is to
express a conclusion on this interim financial information based on our review,

Scope of Review
We conducted our review in accordance with laternational Siandard on Review
Engagements 2410, "Review ol Interim Financial Information Perfonmed by (he
Independent Auditor of the Entity.” A review of lnterim financial information consists of
making inguities, primarily of persons responsible for financial and accounting matiers,
and applying analytical and othier review procedures. A review is substantiaily less in
scope than an audit conducted in accordance with International Standards on Auditing
md conscyuently does not enable us to obtain assurance thal we would become aware of
all significant matters (hat might be identified in an audit. Accordingly, we do not

express an audit opinion.

Conclusion

Based on our review, nothing hias come to our atiention that causes us ©© believe that the

accompanying nterim financtal information does not give a true and lair view of the
financial position of the Bank as at 31 March 2009, and of its figancial perfonnance and
ity cash flows for the pering from 8 January 2007 o 31 March 2009 1n accordance with

Tlliu national Financial Reponting Standards.
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Intering balanee sheet 2t 31 Murch 200¥
Notes ALEDC00

ABSETS
Cash and balances will the Central Bank of the UAER ! 23,155
Investmenis in Islamic Nnancing Wstiments 5 1,207,243
lnvestment security lield-to-manwity 6 40,43¢
Properly and equipinent 7 49313
Other assets 8 15,142
Total assels 1,338,291
LIABILITIES AND SHARPHOLDERS EQUITY
Liabilities
Customer deposits 9 245 547
Placements by banks 10 84.000
Provision for employees™ end ol service bencfits L.676
Oyther Habilities 11 13,706
Total Habilities 344,920
Sharcholders” equity
Share capital 12 1,000,060
Net initial public offering surplus 14 1,936
Retained deficu (8,574)
Total sharcholders’ equity 093,362

Totul linbilities and sharcholders” equity 1, 3%8 291

These inferim [inancial statements were approved on 6 May 2009 and signed on behalf of
the Board of Directors by

o (m\)

. e
" e et i
[—— Y. k
=

Chiel Executive Officer (Acting)

Chawman

The accnmpanyiag notes | trough 22 form an integral pares of these intertm Hinancial staremionts (2}
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Laterin income statement for {he period from § January 2007 to 31 March

2009

=

Moles Peviod from &
Three month January

period ended 2007

31 March o 31 March

2009 2009

AED 000 AEDTO00

income

Income from vesunents m Islamic {financing

msuments 15 13,829 64,456
Income {rom investment security 1,945 1,945
Feas and other income 1,046 1,046

(6,820 67,447

Depasitors” shave of prolity (1,543) (1,543)

Netl income 15277 65,904

ixpenses
Staff costs

General and administrative xpenses
Depreciation

X (15,984) (49,558)
(9,882) (23.235)
(LO37) (1,685)

R
—
~1 -l

(11,620} (8,574)

_—

ILoss for the pened

- foss per share - Basic 20 AED (0.01) AED (0.0

o~
()
[

The accompanying notes | Brongh 22 forman integral part of these interim {inancial stuements
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Agman Bank PISC

Interim statement of chianges in sharcholders” equity for the period from 8
January 2007 10 31 March 2009

MNel inital

public
offering Regained .
Share capiial surplus deficit Total

AEDO00 AEDG00 ALDOG0 AED 000

[ssue of shares (Note 12) 1 000,000 . - 1,000,000
Swplus from initial public

offering (Note 14) ORTS “ 1,936
L.oss for the period - - (8,574) (8,574
At 31 March 2000 T:OO0,00!'} 1,936 (8,574 093,362

The accompanying aotes 1 ilrough 22 form an integral part ot ihese interim financial stuemens (4
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Ajman Bank PISO

Interimy cash flow siafement for the pepiod frow 8 Janwvary 2007 to 31

March 26609

Operating activities

Loss for the period

Adjustments for:
Deprecialion
Provision for employees” end of service benefits
Provision for staff benefits

Changes in operating assets and liabilities:
fnvestment i lslamic financing instruments
Statuwtory deposit deposit with the Central Bank of
the UAE

Other assets

Customer’s deposits

Placements by banks

Other labilitics

Net cash used in operating activities
Investing activities

Purchase of an invastment security
Purchase of property and cquipment
Net casly used i investing activities
Figancing aciivities

Issue of shares

Net initial public offering surpius

Net cash provided by linancing activities
Net inerease in cash and cash equivalents

Cash and cash equivalents, at the end of the
period (Note 4)

The accampanying nows | ilongh 22 form an inteyral paeeof hese inwerhim Snacial slatements

AED'CG0

(8.574)

1,685
1,676

5,398

185

{1,207.245)

(14,155)
(18,142)
245,547
84.006
5302

(G01,502)

(10,436)
(50,998)

(91,434}

1,000,060
1,936

1,001,936

3000

9,000

(3]



sf staferments (or the period from & Janoary

[ Incorporation and principal activities

Ajman Bank (PJ.S.C) (“the Bank™) is incorporated as a Public Joint Stock Company. The
Bank has its registered office al Ajman Free Zone, Block €, Level 13, Al Mina Road, P.O.
Box 7770, Ajman, United Arab Emirates ("UAE") and was lug,aliy incorporated on 17 Ap;ﬁ
2008. The Bank wus registered with the Securitics and Commodities Authority (“SCA™Y on
12 June 2008 and obtained a license from the UAE Ceniral Bank to operate as a Head
Office on 14 June 2008, On | December 2008, the Bank obtained a branch banking license
from the Central Bank of the UAE and commenced operations on 22 December 2008.

The pricipal activities of the Bank are underraking banking, financing and investing
activities through various 1slamic instuments such as Murabaha, Walkala, Sukuk and Tjurah.
The activinies of the Bank are conducted in accordance with the Islamic Sharia’a principles
and within the provisious of its Memorandunt und Articles of Association.

Although the Bank commenced operations in 2008, it commenced incurring pre-operating
expenses from & January 2007 and, accardingly, (hese interim financial statements nchudes
pre-operaling expenses incurred from thal date,

2 Summary of significant accounting policies

P4

The significant accounting policies adopted by the Bank in the preparalion of these interim
financial staternents arc set owt below:

Basis of preparation

These internm financial statements are prepared in accordance with International Financial
Reporting Standards (“IFRS™) and under the historical cost convention.

The preparation of interim financial statements in conformity with [FRS requires the use of
accounting estimates. I also requires management 1o exercise its judgment in the process of
applying e Bank’s ace ounting policies. The areas involving a higher degree of judgment or
complexity, or areas where assumptions and estimates are sx;:m.li.can{ te these financial
staterments are disclosed vnder the relevant aceounting policies.

Standards. amendments and inlerpratations to published standards that are nol vel effective

The followmng new standards, amendments and interpretations to existing standards that
have been published, are mandatory for the Bank’s accounting periods commencing on or
after | January 2009, and bave not been early adopted by the Bank.

« FRS & -~ *Operating segments’ (effective for annual periods commencing | Jenuary
2009).

« IAS 23 (amendment), ‘Borrowing costs’ (effective for annnal periods commencing |
January 2009).

¢« FRS 2 (amendment) ‘Share-based payment (effective for annual  periods
cominencing 1 Yanuary 2009).

o IFRS 3 (amendment), ‘Business combinations® and comsequential amendments o
IAS 27, *Consolidated and separate financial statements’, IAS 28, ‘lavestments in
associates” and TAS 31, “Interests in joint vemwures’, effective prospectively to
busincss combinations for which the acquisition date is on or after the beginning of .
the fitst annual reporting period beginning on or alter 1 uly 2009,

{6}



Adman Bank PISC

ar

Mates to the interiy financial siatements Vor {he period Irom 8 Junuary
2007 1o 31 March 2009 (cotinued)

2 Suminary of significant accounting policies (continued)
Basis of preparation (conlinued)

Standards, amendments and inlerpretations o published standards thal are nei vet effective

(continued)

o IAS 1 (amendment), ‘Presentation of financial siatements’ (effective for annual
periods commencing 1 January 2009},

» JAS 32 (amendment), ‘Finavcial instruments: presentation’, and consequential
amendmenis (o [AS 1. ‘Presentation of financial siatemenis’ {effective for annual
periods commencing | January 2609

s JAS 27 (Revised), ‘Consolidated and separale financial statements’, (effective for
annuai periods commencing 1 July 2009},

> IFRS 5 (amendment), ‘Non-current assets held-for-sale and discontinued operations’
(and consequentinl amendment w IFRS 1, ‘First-time adoption’y (effective for
annual periods commencing | July 2009).

e TAS 28 (amendment), ‘Investments in associates’ (and consequential amendments to
JAS 32, ‘Financial Instuments: Presentation’, and [FRS 7, ‘Fmancial nstruments:
Disclosures’) (effective for annaal periods commencing 1 January 2009),

o TAS 306 (amendment), ‘hmpairment of assets” (effective for annual periods
commencing 1 January 2009),

» IAS 38 (amendment), ‘Tntangible assets” (effective for annual periods commencing 1
Tanuary 2009),

> [TAS 39 (amendment), ‘Financial instruments: Recogrition and measurement’
(effective For annual periods commencing 1 January 2009).

o IFRIC 13, ‘Customer loyalty programmes” (cffective for annual  periods
comuencing [ July 2C08),

a 1AS 31 (amendment), *Interests in joint ventures’ (and consequential amendments to

o IAS 32 and IFRS 7) (effective for annual periods commencing | January 2009).

o TAS 40 (amendment), “Tnvestinent property’ (and consequential amendments to IAS
16) (effective for annual periods commeneing | January 2009).

o IFRIC 1L, 'IFRS 2 - Group and treasury share transactions’,

= [FRIC 12, ‘Service concession arrangements’.

o IFRIC 14, "LAS 19 — the limit on a defined benefit asset, minimum funding
requirements and their interaction’.

Management has assessed the pact of the above new standards, amendments and
nterpretations to published standards on Is interim [inancial statements and bas covcluded
that they are either not relevant or material (o the Bank's interina financial statements, cxcept
for the amendment o TAS |, which will affect the presentation of the statement of changes
in equity and of comprehensive income, and IFRS 8. This amendment does not impact the
recognition, measurenment or disclosure of specific iransactions and other events required by
other [FRS. The application of IFRS & will be reflected in the Bank's [inancial statements
for the year ending 31 December 2010

(7)



Ajemag Bank PISC

Medes o the fntevim Spancial statements for the period from 8 Jnnvary
) ;
E

PR
2007 ro 31 Mavch 2009 continued)
Z Summary of significant accounting policies (continued)

Foreign carrencies

[lems included in the interim financial statemens of the Bank ave measured using the currency
of the primary economic environment in which the Bank operates (“the functional cumrency™.
The finuncial statements are presented in Arab Emirates Dichams ("AED™), which is tie
Bank's functional and presentation currency.

Transactions denominated in foreign curvencies are tanslated mto AED av the rates of
exchange ruling on the dates of the wansactions, Monetary assets and labilities denominated
m foreign currencizs are tansiated into AED ar the raies of exchange ruling at the balance
sheet date. The resulting exchange differences are dealt with in the income statement.

Investments in {slamic financing instroments

All nvestments in Istamic finsncing instuments are non-derivative {inancial instrunents
with fixed or determinable payments that are not quoted in an active market, They arise
when the Bank provides funds directly to « debtor with no intention of rading in the
financial instrments. Investment in Islamic financing instruments is initially measured at
fair value, and is subscquentdy measured at their amortized cost. Investment in Islamic
financing instruments is reported net of impairment provisions.

Murahaha is a conrract of sale between the Rank and its cuslomer for the sale of goods at &
price which mcludes a profit margin agreed by both parties. As a financing technique it
involves the purchase of goods by the Bank as requested by iis customier. The goods are sold
o the customer with 4 mark-up. Repayment, usually in installments, is specified in the

coniract.

Wakala involves the Bank providing a certain sum of money (0 an agent, who invests it
according to specific conditions for a certain fee (& Tump sum of money or a percentage of
the amount invested). On matwity, the Bank receives the invested amount from the agent,
along with the agreed rate of relurn.

Investment securities

Investment securities comprise a Held-lo-Matwrity (C"HTM™) investment which is a non-
derivative Tinancial asset with fixed or determinable payvments and fixed maturity that the
Bank’s management has the positive intention and ability to hold to maturity. If the Bank
were o sell other than an insignificant amownt, the entire category would be reclassified as
Aveailable-For-Sale.

Regular-way purchases and sales of investment securities are recognized on the wrade date,
which is the date on which the Bank commits to purchase or sell the asset. HTM investment
securities are initially recognized at fair value plus transaction costs and are subsequently
measured at amortized cost. nvestment securities we derecognized when the rights 1o
receive cash flows from the financial asset have expired or where the Bank has transferred
substantially all risks and rewards of ownership.

()



Afienn Bank PISC

Motes to the inferim financial statewents for the period from 8 January
207 o 33 Ed cir 2009 (continued)

2 Summary of significant accounting policies (continued)

LSRR L S
Imspuirment of financial asse(s

The Bank assesses ut each balance sheet date whether there is objective evidence that a
Nncial asset or group of financial assets s impaired. A financiz! assel or a group of
fipancial assers is impaired i and only if there is objective evidence of impairment as a
result of one or more events that have occurred after the initial recognition of the assel and
that event has an impact on the estimated {uture cash fows of the asset that can be reliably
estimated. [I' there i3 objective evidence that an impairment loss on ipvestments in Islamic
fnancing instruments carried at amertized cost has been incurred, the amount of the foss is
measured as the difference between the asset's carrying amount and the present value of
expected future cash Nows discounted at the financial instrument’s original effective rate of
relurn, including any amounts recoverable from guarantees and collateral, and recoguized in
the mcome statement.

I, in a subsequent period, the amount of the bopairment loss decreases and the decrease can
be related objectively tw an evenl oceurring after the impairment was recognized (such as an
oprovement in the debtor’s credit rating), the previously recognized impairment loss is
reversed through the income stutement.

impairment of non-financial assels

Assets that bave un indefinile useful life are not subject o amortization and are tested
annually for impairment.  Assets that are subject to amortization are reviewed for
impairment whenever events or changes in circumstances indicate ihal the carrying amount
may a0t be recoverable,

An impairment 10ss is recognized for the amount by which the asset’s carrying amount
exceeds its recoverable amount. The recoverable amount is the higher of an asset’s fair
value less costs to sell and value in use. For the purposes of assessing impairment, asscts
are grouped at the lowest levels for which there are separalely identifiable cash {fows {cash-
genevaling units).  Non-financial assess other than goodwill that have suffered an
impairment foss are reviewed for possible reversal of impairment at each reporting date.

(9
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Motes to the ioterim financial statemends for the peried from 8 January

2007 10 31 March 2009 (continued)

2 Smnmary of significant accounting policies (continued)

Property and equipment

Property and equipment iy stated at histovical cost fess depreciation. Historical cost includes
expenditure that 15 directly stibutable o the sequisition of the irems.

Subsequent costs ure included in the asset’s carrying amount or recognized as a separate
assel, as appropriate, only whes it is probable that future economic benefits associated with
the Hew will flow to the Bank and the cost of the item can be measured reliably. The
carrying amount of the replaced part is derecognised. All other repairs and maintenance are
charged 1o the income stalement during the finencial period in which they are incnrred.

Depreciation is caleulated using the straight-line method to aliocale their cost or revalued
amounts (o their residual values over their estimated useful lives, as follows:

Years

Leaschold improvements 7
Furnpituge, fittings and cquipment 5
Vehiceles 5
3-7

Computer eqguipment

The assets” residual values and useful lives are reviewed, and adjusled if appropriate, at each
balance sheet date. An asseUs camrying amount is written down immediately (o s

. . sl e T T S VAR R SRS W 3
recoverable amount if the asset’s carrying amount 13 greater than Hs estimated recoverable

amout (Refer ‘Impairment of non-financial assets’).

Gains and losses on disposals are determined by comparing the proceeds with the carrying
amount and are recognized in the income statement, in the period in which they arise.

Capital work in progress is siated at cost. When commissioned, capital work in progress is
wransferred 1o the appropriate assel category and depreciated in accordance with the Bank's
aceounting policies.

Customer deposits and placement by hanks

Customer deposits and placements by banks are initally recognized at fair value and
subscequent measured &l amorlized cost,

Revenue recognition
Income from investments in Tslamic [inancing instruments and inveslment securities,

including fees which are considered un integral part of the cffective yield of & financial
mstrument, are recognized in the income staterment using the effective yield method.

(10)



T ESn
i

Adman Bank PISC

Motes to the interhm Hrancial siatements lov the perfod from 8 Jannary
2007 to 31 March 2009 (coninued)

y/ Summary of significant accounting policies (continued)

Fees wird other income

Pees and other tncomse frovg banking services provided are recognized on an accrual basis
wlien the service has been provided.

Employee benefits

Pension comributions are made in regpect of UAE national employees to the UAE General
Pension and Social Security Authority in accordunce with the UAE Federa) Law No (7),
1999 Tor Pension and Social Security,

A provision is made based on the full amaount of end of service benefits due to (he non-UAE
natonal employees i accordance with the UAE Labor Law, for their period of service up to
the balance sheet date.

Provisions

Provisions are recognized when the Bank has a present legal or constructive ebligation as a
result of past evenas and it is probable that an outflow of resources embodying economic
benefits will be required 1o settie the obligation, and a reliable estimate of the amount of the
obligation can be made.

Cash and cash ecquivalents

For the purpose of the cash flow statement, cash and cash equivalenis inciude cash in hand,
owoney bt cwrent and calt acconats and placements with original maturity of less than three
months,

()



Motes to the finterim financial sintements for the period from & Jamuary
2007 to 31 March 2009 continued)

3 Financial risk management

The Bank’s activities expose il to a variety of financial risks and invalve (e analysis,
evaluation, acceplance and management of some degree of risk or combination of risks,
Taking risk is core (o the financial services business, and the operational risks are an
inevitable consequence of belng in business. The Bank’s aim is, therefore, to achiave an
appropriate balance batween risk and retwrn and minimize polential adverse effects on the
Bank's financial performance

Risk is inberent in the Bank’s activities but it is managed through 4 a process of ongoing
ilentification, measuremen! and monitoring, and is subject to risk limits and other conlrols.

The Bank's risk management polices are designed (o identily and analyze these tisks, to sel
appropriate risk limits and controls, and to monitor the risks and adherence to limits by
means of realizable and up-to-date information systems, The Bank ) regularly reviews irs risk
management policies and systems to reflect changes in markets, products and emerging best

practice,

Risk management is carried out by the Risk Management Division under policies that are
approved by the Beard of Directors. The Risk Management Division is responsible for the
independent review of risk management and the control environment. The most important
types of risk that the Bank is exposed to are credit risk and concentrations of risk, market
risk and liquidity risk. Market visk includes profit rate risk, currency risk and price risk. The
Banlk is also subject 1o operational risks. The independent risk control process does not
owever, monilor business risks such as changes in e environment, technulogy and
industry. These risks are monitored through the Bank's strategic planning process.

Kisk managemoent sirucinre

The Board of Directors is ulrimately responsible for identifying and controlling risks;
however, (here ave separate independent bodies responsible for managing and moniloring

risks of {h{, Bank.

Board of Directors

The Board of Directors is responsible for the overall risk management approach and for
approving the risk strategies and principles.

Andit, Risk & Compliance Conunitiee of the Board ("ARCC"
This Commitiee assists the Board of Directors in discharging its responsibilities with

respect 1o easuring hat the Bank's activities comply with (he statutory faws and regulations,
the sysiem of internal control over financial reporting and with the Bank’s code of conduct,
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Notes fo the interiia financial statements for the peried from 8 January
2007 to 31 March 2009 (continued)

3 Financial visk imanagement (continued)

Risk management stracture {continued)
Risk Managemenr Division (“EMD")

The RMD is responsible for implementing and maintaining risk related procedurss to ensure
art independent contro! process. The division i3 responsible for credit approval, credit
administration, portfolio management, credit visk, market risk, operational risk and overall
risk control,

Internal audi

Risk management processes throughont the Bank are audited periodically by the internal
audit which examines bou the adequacy of the procedures and the Bank’s compliance with
the procedures. hiternal audit discusses the resuits of its assessments withi management, and
reports its findings and recommendations directy to the Audit Committee.

Risk measurement and reporting systems

The Bank measures risks using conventional qualitative methods for credit, market and
operational risks. Further, the Bank also uses quantitative analysis and methods o support
revisions i business and risk strategics as and when tegaired. These analyeie and mathods
reflect both the expected loss likely to arise in normal course of business or unexpected
losses v an unforeseen event based on simple statistical techniques and probabilities
derived from historical experience. The Bank also runs stress scenarios that would arise in
the event that extreme events which are unlikely to oceur do, i fact, aceur.

Monitoring and controlling risks i primarily performed in relation to limits established by
the Bank. These limils veflect the business strategy and market environment of the Bank as
well as the level of risk that the Bank is willing to accept, with additional emphasis on

selected mdustries,

(I3



foles to the interin financial statements for the peried from 8 favuary
2007 to 31 March 2009 (continued)

3 Financial risk management (continuad)
Risk mitigation

As part of its overall risk managemeot, the Barde uses various methods (o manage exposures
resulting (rom changes fu credit risks, profit rale risk, foreigy currencies, equity risks, and

operational risks,

The Bank secks o manage its credit risk exposures through diversification of financing and
investnent activities to avoid undue concentration of risk with individoals and groups of
customers in specific [ocations or businesses, The Bank acrively uses collateral to reduce its

cridit risks.

Mayket risk is managed on the basis of predewermined asset allocation across vagious assct
categories and continuous appraisal of market conditions for expected movements in
foreign exchange rates, bench mark profit rates and equities,

In order to guard against bquidity risk, management has diversified funding sources and
assets are managed i the context of the Bank’s overall Nquidity, with in consideration
being given (0 maintaining a healthy balance of cash and cash equivalents.

To manage all other risks, the Bank has developed a detailed risk manageiment (ramework
to identify and apply resources o mitigate the visks.

Risk concentration

Concentrations arise when a number of counterparties are engaged in similar business
activitles, or activities in the same geographic region, or have similar economic features that
would cause their ability to meet contractual obligations 1o be similarly affected by changes
in ceonomic, political or other conditions, Concentrations indicate the relative sensitivity of
the Bank’s performance o developmenis affecting a particular industry or geographical
location.

I order to avoid excessive concentrations of risk, the Bank’s policies and procedures
include specific guidelines to focus on mainteining a diversified portfolio. Identified
concentrations of credit visks are coptrolied and managed accordingly.

(14



Motes to the fnterim Goancial statements for the peried from 8 Japuary
2007 10 31 March 2009 (continued)

3 Financial risk muanagement (continued)
Credit pisk and concenirations of risk
Credin ristc measurement

The Bank's Risk Management Framework assesses the probability of default of individual
counterpariies using wiernal saling (eols tailored to the various categories of counterparties.
The framework has been developed internally and combines statistical analysis with crechi
officer judgment and is validuled, where appropriate, by comparison with externally
avaitlable data.

The Bank's exposure to credit risk is measured on an individual counterparty basis, as well
as by group of counterparties that share similar attributes. To reduce the potential of risk
concentration, credit lumis have been established and are monilored in the light of changing
counterparty and market conditions.

Managemenr of credii visk
The Bank's Risk Management Framework includes:

> establishment of an authorization structure and Haits for the approval and renewal of
credit facilities:

» reviewing and assessing credit exposures in accordance with the authorizalion structure
and limits, prior to facilities being sanctioned o customers: rengwals and reviews of
facilities are subject (o the same review process;

«diversification of lending and investment activities,

* limiting concentratious of exposure o industry sectors, geographic locations and
counterparties; and

» reviewing cowmpliance, on an ongoing basis, with agreed exposure limits relating to
counterpartics, industries and countries and reviewing limits in accordance witli the
Bank’s risk management strategy and marke! irends.

Risks relating to credit-related commirments

The Bank makes available (o its customers, guarantees and letters of credit which reguire
ihat the Bunk makes paymenis in the evenl that the customer fails to fulfill certain
obligations 1o other parties. These instruments expose the Bank to a similar risk to financing

and investing assets and these are monitored by the same control processes and policies,
Impairment and provisioning policies

A pravision is made against a specific asset/exposure when the relevant exposure or assel is
considered impaired and the underlying security/collateral does not fully cover the
exposure. A specific provision is established as soon as full recovery of an asset is
considered doubtlul. The specific provision amount is equal to the ameumt needed to
reduce the carrying value of the asset (o its expected recoverable amount,

(I3



Credit risk and concentrations of risk (continued)

At 31 March 2009, the Banl's maximium exposure to credin risk hefore collateral held or other
credit enhiancermeonis s as follows:

31 March

2009

AED 000

mvestments n Istamic financing nswuments 1,207,245
lnvestment security 40,436
8,333

Other assets
1,256,014
101,763

Contingencies and conunitments

The above table represents a worse case scenario of credit risk exposwe of the Bank at 31
March 2009 without taking account of any collateral held or other credil enhancements
atrached. For on-balance-sheer assets, the cxposures set out above are hased on net carrying
amounis as reporied in the batance sheet at 31 March 2009,

Market risk

Muarket risk arses Irom changes in market rates such as profit vate, Market risk management
is designed to limit the ameunt of potential losses on open positions which may arise due (©
unforeseen changes in profil rates, cwrency rates and price movements, The Bank uses
appropriate models, based on standard market practice, for the valuation of jis positions and
receives regular market information in order to regulate market risk.

The rading market risk framework comprises the following elements:

o Linuts 10 ensure that risk-takers do not exceed aggregate risk and concentration
parameters set by senlor management.

¢ Independent mark-to-marker valuations, reconciliation of positions end tracking of
stop-fosses for trading positions are performed on a timely basis.

The policies, procedures and the trading limils are sel (o ensure the effective

implementation of the Bank's warket tisk policies. These policies are reviewed periodically
(0 enswre they remain in line with the Bank’s overall markel risk policies.
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Notes {o the inferim financial statements for the period from § January
2007 to 33 March 2009 conthued)

3 Financial risk mana gement (continued)
Market risk (continued)

Frofil rate risk

Profit rate risk arises from the possibility that changes in profit rates will affect future
profilability or the fair values of financial instrumenss. The Bmm is exposed to profit rate risk
as a result of mismatches or gaps in the amounis of assets, liabities and off~balance sheet
mstriments that magure or re-price it a given period,

The Bunk is exposed to the effects of fluctuations in the prevailing levels of profit rates which.

arise from the inpvestments of AED 1,207.2 million in Islamic financing instruments, AED
A40.4 nullion in an investment security, AED 173 million in customer deposits and placements
by banks of AED 84 nullion.

Duriug the period from 8 Tanuary 2007 (o 31 March 2009, had prevailing profit rates
énurea-zsed/c}ec‘reased by 50 basis points, with all other variables reoaining constant, the impact

B g el . 12 anmis 1 1 E
on the results and equity of the Bank would have been as follows:

Product Benchmurk Impact on results aud equity of the Bank
Period from
Three month period & January 2007 to
ended 31 March 2009 31 March 2009
AED000 AED 000

Investments in Islamic =+ 50 basis pointy
financing mstruments change in profit raies 1,509 6.036

Investment security + 50 basis points
change in profit rtes 51 202

Customer deposils x50 basis points
change in profil rates 216 2G5

Placements by banks + 50 basis poinis
change o profii rates 105 420

Currency risk

During the pericd ended 31 March 2009, the Bank was not exposed to any significant foreign
currency risk as « majority of its transactions were in the Bank’s functional currency.

Price risk

During the periad ended 31 March 2009, the Bank was not exposed o any signiftcant price
curency Fisk as it did pot own any investment securities that wonld be subject to price risk.

(17)
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fim

Notes to the interim linancial sieleraents for the peciod from 8 Januoary
2007 to 315 Mareh 2009 (continvad)

3 Financial risk management (continued)
Licuidify visk

Liquidity visk is the risk that the Bank will be unable to meet its payment obligations when
they fall due under normal and siress cireumstances. To limit this risk, management has
arranged diversificd funding sources i addition to its core deposit base, manages assets
with liquidity in mind. and moniors future cash llows and liguidity on a daily basis. This
mcorporates an assessment of expected cash flows and the availability of high grade
collateral which could be nsed to secure addiional funding, if required.

The primary tool for moenioring Hauidity is the maturity mismatch analysis, which is
moniterad over successive thne bands and across (uactional currencies. Gaidelines arve
established for the cumulative negative cash flow dver successive tme bands.

Non-derivative cash fiows

The table set out in Note 21 presents the cash (lows payable by the Bank arising from
remaining contyactual maturities at the balance sheel date. The amounts disclosed in the
table are the contractual nndiscounted cash [lows. whereas the Bank manages the inherent
liguidity risk based on expected undiscounted cash flows,

Capital management

The Bank calculates its risk asset ratio in accordance with guidelines established by the
Central Bank of the UAE, which prescribes oo minimuns ratio of 10 % of total capital to total
risk-weighted assets. This ratio complies with the assessment of capital adequacy ratio
under the Basel 1 Accord and iz caleulated as follows:

31 March

2000
AED 000
Tier § capital
Share capital 1,000,000
Deductions from share capliial {6,638)
Total capital 993,362
Risk weighied asseis
O balance sheet 354,874
Off balance gheet 113,765

Total risk weighted assets

468,039

212 %

Risk asset ratio (%)

(18}
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Notes fo the inferim fnancial statements for the peried from 8 Ja Tary
2007 1o 31 Wareh 2009 (continued)

4 Cash and balances with Central Bank of the UAR
31 Mareh
2609
AEDD00
Cash and balances with Central Bank of the UAF 222472
Balances with other banks 913
23,155
tess: Statutory deposit with the Centval Bank of ilie
TIAR (14.155)
Cash aund cash equivalents G000

Casiy and cash equivalents as well as the statwtory deposit are noi-profii hearing,

5 Investments in Tslamic financing instruments
31 March
2009
ALD GO0
Wadcala deposits with banks 850,000
Murababa financing transactions 356,228
1,017

Credit cards

nvestments in Islamic financiug instruments camried an effective profit rate of 3.2 % {0 6,56
T per annum.

At 31 March 2009, the Bank's entire investraents in Islamic financing instruments was
concentrated with banks in the UAE,

There were 1o past due or impaired jnvestments in lslamic (Inancing instraments.

(19
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I o the interim financinl statemeoents for the poriod from 8 January
2047 to 31 March 2000 (continued)

&  Investment security held-to-maturity

A1 March
2009
AED000

40,436

Listed sukulc

The sukuk is issued by an institution based in the UAR, which was raled A-1 by Standard
and Poors.

At 31 March 2009, the sukuk had « fair valoe of AED 3345 million whereas the Bank expects
o recover cash fows of AED 60 milljon from the redetaption of the seeurity on maiuzity.

The sukuk carvied an effective profit rate of 18.2 % per annum,

7 Property and equipment
Purnilure, Computer Capilul
Leasehold  fittings and equipment work in
mprovements  equipment  Vehieles and software progress Tolal
AED000 AEDGO0  AEDI00  AED'OC0  AED'000 AED'00C
Cost
Additions zmd
balance @ 31 March
2009 5,485 4,424 796 8,746 31,547 50,998

Depreciaton

Charge for the

peviod and balance

al 31 Mareh 2009 (2023 {8535 {(40) (388) - (1,685)

Net book amount
A3 March 2000 5283 3,564 756 8,158 31547 49,313

{20
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Notes to the interin finsucial siatements for the period {rewm 8 January
2007 o 31 March 2009 (conrhed)

s,

& Uther assets

31 March
20009
AFRTYO00
Accrued income on invesiments in Islamic financing instrisnents 7404
Accried income 0it an inveshment security 424
Prepaid rent 6,951
Staff advances 530
Crther assets 2,328
18,142

9 Customer deposits

31 March

2009

AED 000

Cusvent accounts 72,509
Savings accounts 2,425
Mudaraha deposits 70,613
Wakala deposits 100,000
245,547

AL March 2009, the Bank’s customer deposits had a concentration of AED 100 million to
the real estate sector in the UAL and carried an effective profit rate up to 5.5 % per annum.

10 Placements by banks
31 March
2009
ALED'000

84,000

Wakala deposits froin banks

At 31 March 2000, placements by banks carvied an eflective profit rate of 1% to 1.7% per annuin.

(21
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Motes to the interin fnascial siatements {or the period from § January
2007 t0 31 March 2009 (coniinued)

i1 (ther liabilivles
31 March

2009

AED000

Provision for stafl salaries ard henefits 6,521
Accrued profit on customer deposils and placements

by banks 1,470

Managers' cheques 2,205

Other liabilitios 3,510

13,706

12 Share capitaf
31 March

2009
AED000

Authonzed, issued and fully paid up share capital
1,000,000,000 shares of AED 1 each 1,000,000

i3 Statutory reserve

The UAL Federal Law No (8) of 1984, as amended, and the UAE Union Law No. 10 of
PG50, as amended, require that 109% of the net profit for the year is ransferred (0 a stat utory
reserve, untl such time as the balance in the resevve cquals 50% of the issued share capital.
This reserve is not available for distribution. No transfer has been made for the current
period as the transler will be determined ou the basis of the results of the Bank for the
penod ending 31 December 2000,

(22



Motes to the inferim foancial siatements for the nerind

20607 10 31 Marel 2009 (cominned)

4 DNet initial public offering surplus

Instial public offering fees collected at ABD (.02 per share
Less: Expenses incurred in connection with the initial public offering

from § Jannary

31 March
2000
ALEDO00

20,000
(18,064)
1.936

The net initial public offering surplus of AED 1.9 million will be transferred Lo the slatutory

rescrve {(Note 133 om 31 Decemnber 2000,

15 Income from investments in Islamic financing instruments

Three montly
period ended
31 Marceh

2009

AED 000

Income from Wakala deposits with banks 12,279
fcome frorn Murabaha nancing transactions 1,336
13,829

16 Staff costs
Three month
period ended
31 March
2009
AED 000
Salaries and allowances 13,043
Provision for honus 759
Contribution to pension fund 403
Stalf training 386
Provision for employees’ end of service benefits 560
Others 833
15,984

Peried from 8
January

2007 o

31 March
20069
AED000

62,906
1,550

64,4356

Period from 8
January

2007 1o

31 Maich
2009
AED000

3,039

49558

(23)
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Mates in the interbn finapcial staterments for 4
2007 to 3 I‘v}‘i’iﬁ b 2009 (continued)

fe period from 8 January

oz

V7 Genersd and adroinistrative expenses

Period from

Three menth & January

period ended 2007 to

A1 March 31 December

2009 2008

AED000 AED000

Consultancy expenses il 4,466

Rental expenses 1,901 5,329
Marketing, destgning, product development

and copununicallon expenses 2.679 3,057

Pegal and professional fees 181 279

Qusourced expenses 1,045 1361

Debit and credit card fce expense 979 979

Others 3,088 3,764

9,882 23,235

18 Commitments
{apital cominitinenis

AL3T March 2009, the Bank had ourstanding capital commitunents of AED 12 million, which
will be funded within the next one yvear.

Credit-related commitments

Credit-related commitments include commitraents o extend credit which are designed to
meet ihe requircments of the Bank’s customers.

A131 March 2009, the Bank has the following commitments:

AED Q00

Comnitments o extend credir 101,763

(24)
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Notes to the lnlerin finsucial statemenis for the period from 8 jabuary
20457 to 31 Marveh 2009 {continued)

1% Related party {ransactions and balances
Related parties comprise shareholders, directors and key management personnel, as well as
husinesses controlled by shareholders, direcrors und key management personnel  and
husinesses over which they exercise signilicant influence.

Three mmoath 8 Jarary
period ended 2007 to
31 March 31 March
2009 2009
AED000 ATED OO
Transactions
Eental expenses 536 3,731
4,230 12,359

Remuneration to key management personnel

Balanpces
31 March
2009
AR GOG
2,099

Customer deposits

20 Karnings per share

The basic camings per share s caletlated by dividing the net loss atiributable (o
shareholders by the weighted average number of ordinary shares  issue duriog the period.

2009
AED
Laoss for the period from § January 2007 10 31 March
2009 8,574,274
Weighred average number of shares in issue 1,000,000,000
1.0ss per share (0.0

AL 31 March 2009, there were no poteptially dilutive shares.
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Moies (o the inferim Gnancial statemenis for the peried from § Janwary
2007 to 31 March 2089 (cominued;
21 Maturity profile of financial lisbilities and off balance sheet iteins

31 Murch 2009

Upan | year { ~ 35 yaws Total
AEDOR0 AL 000 ALED'000

Customer deposits 2:45 547 - 245,547
Placements by bainks 84,000 - 84,000
Orher labilites 15,706 - 13,706

O balance sheet itemg 113,765 . 113,765

22 Comparatives

There are no comparatives as (his is the {irst statutory period of the Bank.
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